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Insurance
Insurance; agency authority--termination
Insurance Code § 769.75 (new and repealed).
AB 3435 (Campbell); 1990 STAT. Ch. 1189
Under existing law, most written insurance agency contracts'
which have been in effect for at least one year cannot be
terminated by the insurer except by mutual agreement or by 120
days' advance written notice to the agency,2 except under specified
circumstances.3 Chapter 1189 provides, except as specified,4 that
the written agency contract cannot be terminated based solely on
the loss ratio experience' of private passenger automobile
insurance policies. 6 Specified acts by insurers to avoid this
restriction are also prohibited.7
TDB

1. See CAL. INS. CODE § 769(f)-(g) (West Supp. 1990) (provisions making California Insurance
Code section 769 inapplicable to certain types of written agency contracts).
2. Id. § 769(a).
3. See id. § 769(b)(1)-(6) (provisions specifying circumstances allowing waiver of the advance
notice requirement). An insurer is required to renew an insurance contract if the agent is unable to
place existing policies with another insurer. Id. § 769(d). Under specified circumstances an insurer
is not required to renew a policy. Id. § 769(e)(1)-(8).
4. See id. § 769.75(c) (enacted by Chapter 1189) (provision excepting from the application of
this section agents who are employed by insurers, or agents who represent insurers by contractual
agreement).
5. See id. 769.75(d)(1) (enacted by Chapter 1189) (definition of loss ratio experience).
6. See id. § 660(a) (West Supp. 1990) (definition of insurance policy).
7. Id. § 769.75(b)(l)-(4) (enacted by Chapter 1189) (provisions specifying acts prohibited to
insurers which restrict policy availability in order to avoid application of this provision).
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Insurance; assigned-risk plan
Insurance Code §§ 11623.5, 11624.1, 11624.2, 11624.3,
11624.4, 11624.7 (new).
AB 3641 (Johnston); 1990 STAT. Ch. 509
Existing law requires the Insurance Commissioner to establish
a plan for the equitable apportionment among liability insurers' of
automobile bodily injury and property damage liability insurance
for those applicants unable to obtain the insurance through normal
methods.2 Chapter 509 authorizes groups of insurers to form an
assignment distribution arrangement whereby one insurer, called a
servicing carrier, writes the assigned risk business on behalf of the

other insurers.3
Chapter 509 also requires insurers to acknowledge the receipt of
a request for the endorsement4 of an assigned risk policy within
fifteen days.5 Insurers are authorized under Chapter 509 to obtain

1. See CAL. INS. CODE § 11627 (West 1988) (definition of insurer).
2. Id. § 11620. See id. §§ 11622 (setting forth coverage requirements); 11624 (listing the
requirements of assigned risk plans). The purpose of the plan, known as the California Assigned Risk
Plan (CAARP), is to enable normally unqualified persons to obtain liability insurance. Fireman's
Fund American Ins. Co. v. Escobedo, 80 Cal. App. 3d 610,616, 145 Cal. Rptr. 785,787-88 (1978).
3. CAL. INS. CODE § 11623.5(a) (enacted by Chapter 509). Servicing carriers must be approved
by the Insurance Commissioner and have an earnings surplus of at least $10 million. Id. §
11623.5(b)-(c) (enacted by Chapter 509).
4. See id. § 11624.2(c) (enacted by Chapter 509) (definition of endorsement).
5. Id. § 11624.2(a) (enacted by Chapter 509). Upon receiving an assignment, insurers have 30
days in which to mail a policy. Id. § 11624.1(a) (enacted by Chapter 509). Insurers who receive an
assignment must do the following: (I) Provide information to policyholders on how to report claims;
(2) provide brokers and agents with a toll-free telephone number, or accept collect calls from agents
or brokers wishing to rectify errors; and (3) reply in writing within 15 days to complaints concerning
premium charges. Id. § 11624.4(a)-(c) (enacted by Chapter 509).
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Department of Motor Vehicles reports on applicants and any
persons reasonably expected to operate the applicant's car.6
IWC

Insurance; catastrophic health coverage
Health and Safety Code §§ 230, 231, 232, 233, 234, 235,
236, 237, 238 (new).
AB 373 (Elder); 1990 STAT. Ch. 1401
Chapter 1401 requires the state to contract with specifically
qualified insurers' to provide catastrophic health insurance2 for
purchase by California residents3 at no cost to the state. By
enacting Chapter 1401, the legislature apparently intends to help
residents to avoid the financial devastation which sometimes results
from the absence of insurance coverage for all of the medical costs
of a single serious illness or injury.5 To achieve its goal, Chapter
1401 makes available insurance for medical costs that rise above
the level of $50,000 for a single medical condition.6 Chapter 1401
6. Id. § 11624.7 (enacted by Chapter 509). The report may be obtained within 60 days after
the effective date of the policy. Id.

1. See CAL. HEALTH & SAFETY CODE § 231(c) (enacted by Chapter 1401) (definition of
insurer). See also id. § 235 (a)-(c) (enacted by Chapter 1401) (insurer must be financially stable, selfsupporting, and accurate in its advertising).
2. See id. § 231(a) (enacted by Chapter 1401) (definition of catastrophic health insurance).
Catastrophic health insurance covers costs of basic health care services that are greater than $50,000.
Id.
3. See id. § 231(b) (enacted by Chapter 1401) (definition of resident).
4. Id. § 232(a)-(c) (enacted by Chapter 1401). The catastrophic insurance will be made
available to state residents at no cost to the state. Id. § 230(b) (enacted by Chapter 1401).
5. Id. § 230(a)(1) (enacted by Chapter 1401). Under many health policies, a patient with a
serious medical condition may face a substantial debt due to medical expenses incurred after policy
limits have been exhausted. Id. See Pepper, Adding Indigence to Injury: America's Long-Term
Insurance Gap, 15 J. LEois. 15, 17 n.10 (1988) (observing that each year one million Americans
become bankrupt because of the effects of a long-term illness or accident).
6. See CAL. HEALTH & SAFETY CODE §§ 231(a), 232(a) (enacted by Chapter 1401)
(requirement to contract for the availabilty of insurance for medical costs which are in the
catastrophic range).
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further extends the availability of health coverage by refusing to

allow an insurer to discriminate against prospective policyholders
on the basis of demographic factors or preexisting conditions.7
However, Chapter 1401 does not require the insurer to commence

coverage of a preexisting medical condition until ten months after
the inception of the policy.8
Chapter 1401 is also apparently intended to educate state
residents about the need for catastrophic health insurance.9 As part
of the insurance program created by Chapter 1401, the state must
oversee the insurer's contractual obligations and the insurer's
advertising materials."0 Chapter 1401 specifically prohibits state
liability for any claims arising from the catastrophic insurance
program."
Chapter 1401 also specifies that the contract term between the

state and insurance company cannot exceed three years, and
delineates the time and circumstances under which the contract can
be terminated. 2 Under the contract, the insurer is required to
collect additional premiums to reimburse the state for the
administrative costs of the program.13

IWC

7. Id. at § 233(b) (enacted by Chapter 1401). But cf. Hollowell & Eldridge, AIDS And The
Insurance Industry, 10 J. LEGAL MED. 77, 77-87 (1989) (questioning whether requiring insured
persons to pay higher amounts in premium to subsidize groups who have a known high risk factor
is consistent with sound underwriting practices, and questioning whether more broad reforms are
needed to provide security against loss of health). See generally Shernoff & Tully, Not So Major
MedicalPolicies: Unless Rights Vest, Most Policies Give Little Coveragefor MajorIllnesses, 14 W.
ST. L. REv. 5, 11 n.34 (1986) (observing that most health insurance policies exclude preexisting
medical conditions).
8. CAL HEALTH & SAFETY CODE § 233(a) (enacted by Chapter 1401).
9. Id. § 230(b) (enacted by Chapter 1401).
10. Id. § 232(d) (enacted by Chapter 1401).
11. Id. § 234 (enacted by Chapter 1401).
12. Id. § 236(a)-(b) (enacted by Chapter 1401). The director may allow up to 120 days notice
to terminate. Id. § 236(d) (enacted by Chapter 1401).
13. Id. § 237 (enacted by Chapter 1401).
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Insurance; coverage for uninsured motorists
Insurance Code § 11580.2 (amended).
AB 3084 (Eaves); 1990 STAT. Ch. 682
Existing law provides, with certain exceptions, that insurance
policies covering liability relating to the use of motor vehicles'
must contain a provision allowing the insured to recover damages
for bodily injuries2 caused by the owner or operator of an
uninsured motor vehicle. Chapter 682 expands existing law by
requiring insurance policies covering contingent liability for motor
vehicles not owned by the insured to also contain coverage for
damages caused by an uninsured motor vehicle.4

IWC

1. See CAL. INS. CODE § 11580.26(a)(2) (West Supp.1990) (definition of insured motor
vehicle).
2. See id. § 11580.2(b) (amended by Chapter 682) (definition of bodily injury).
3. Id. § 11580.2(a)(1) (amended by Chapter 682). Under prior law, liability arising out of the
use of a motor vehicle not owned by the insured was an exception to the policy requirements
regarding uninsured motor vehicles. 1987 Cal. Stat. ch. 800, sec. 4, at 270 (amending CAL. INS. CODE
§ 11580.2) (amended by Chapter 682). See CAL. INS. CODE § 11580.2(b) (amended by Chapter 682)
(definition of "uninsured motor vehicle"). See also California State Auto Ass'n Inter-Ins. Bureau v.
Carter, 164 Cal. App. 3d 257, 262-63, 210 Cal. Rptr. 140, 144 (1985) (uninsured motor vehicle
coverage is not designed to place insureds in a better position than they would have been had the
tortfeasor been insured). Injuries which are compensable under uninsured motorist coverage include
pain, suffering, inconvenience, loss of wages, and other compensation for treatment of injuries
received. Id. at 261, 210 Cal. Rptr. at 143. See generally Note, Interpreting Recently Enacted
CaliforniaUnderinsuranceProvisionsof the UninsuredMotoristStatute, 14 PEPPERDINE L REV. 691
(1987) (discussing effect of underinsurance provision on uninsured motorist coverage).
4. CAL. INS. CODE § 11580.2(a) (amended by Chapter 682) (only those policies that provide
coverage on an umbrella or excess basis are excluded from the requirements of Chapter 682).
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Insurance; disclosures
Health and Safety Code § 1363 (amended); Insurance Code §
10607 (new).
AB 2833 (Margolin); 1990 STAT. Ch. 1071
Existing law requires health insurers and health care service
plans to disclose information regarding benefits and coverage'
when presenting a policy for examination or sale.2 Chapter 1071
requires insurers, service plans, and their employees or agents to
provide in writing the ratio of incurred claims to earned premiums,
or ratio of premium costs to health services paid for during the
prior fiscal year, when presenting a plan to an individual or a group
composed of less than twenty-five individuals.
SKD

1. CAL HEALTH & SAFETY CODE § 1362(a) (West 1990) (defimition of benefits and
coverage).
2. Id. § 1363 (amended by Chapter 1071). The insurer is required to disclose information such
as benefits, services, exceptions, limitations, premium costs and deductible requirements. Id. §
1362(e) (West 1990) (definition of "presenting for examination or sale").
3. See CAL. INS. CODE § 10607 (enacted by Chapter 1071) (requiring disclosure of ratio of
incurred claims to earned premiums). See also CAL- HEALTH & SAPETY CODE § 1363(0 (amended
by Chapter 1071) (requiring disclosure of ratio of premium costs to health services paid). The insurer
may organize the information by geographic area. Id. The purpose of the requirements, including
Chapter 1071, is to provide clearly organized information such that the potential subscriber may
compare insurance plans. Id. § 1363(a) (amended by Chapter 1071).
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Insurance; earthquake insurance reform
Insurance Code §§ 5000, 5001, 5001.5, 5002, 5002.5, 5003,
5004, 5005, 5005.1, 5006, 5007, 5008, 5009, 5010, 5011, 5012,
5020, 5021, 5022, 5023, 5024, 5025, 5026, 5027, 5028, 5029,
5030, 5031, 10089, 10089.1, 10089.15, 10089.2, 10089.3 (new);
§§ 2081, 10081, 10082, 10083, 10086, 10086.1, 10086.5,
10088.5 (amended).
AB 3637 (Farr and Johnston); 1990 STAT. Ch. 1364
Opposition: Association of California Insurance Companies
SB 2183 (Robbins); 1990 STAT. Ch. 1526
Support: Consumers Union; Insurance Agents and Brokers
Legislative Council
Opposition: Association of California Insurance Companies;
National Association of Independent Insurers; Alliance of
American Insurers
SB 2199 (Robbins); 1990 STAT. Ch. 326
Support: Seismic Safety Commission
SB 2596 (Robbins); 1990 STAT. Ch. 1166
SB 2902 (Hill); 1990 STAT. Ch. 1165
MANDATORY OFFER OF EARTHQUAKE INSURANCE

Under existing law, an insurer is required to offer earthquake
insurance when a policy of residential property insurance is issued,
and when the policy is initially renewed.' Chapter 1364 provides
that the insurer must offer earthquake insurance every time the
policy is renewed.' Additionally, Chapter 1364 revises the required
language that must be contained in the offer to the insured.3
Under existing law, when an insured rejects any offer of
earthquake insurance, the insurer must notify the insured that the

1. CAL. INS. CODE § 10081 (amended by Chapter 1364). The offer must be made within 60
days following the issuance or renewal of a residential insurance policy. Id. § 10083(a) (amended by

Chapter 1364).
2. Id. §10081 (amended by Chapter 1364). Chapter 1364 also changes the language that the
offer must contain. Id.
3. Id. § 10083 (amended by Chapter 1364).
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insurance policy does not include earthquake coverage.4 Existing
law states that where a policyholder has accepted an offer of
earthquake insurance, the insurer may not reject or cancel a policy
of residential property insurance.5 Chapter 1526 extends this
limitation on insurers by providing that an insurer may not refuse
to renew the policy of residential property insurance solely because
the insured has opted for the earthquake coverage.6 The insurer
must also disclose to the applicant all discounts or surcharges that
may affect the earthquake insurance policy.7

4. Id.§ 10086.1 (amended by Chapter 1364). Notice that the residential property coverage does
not include earthquake insurance must also be given to all lenders named in the policy. Id. The notice
to the insured and the lender must take place within 60 days after the offer of earthquake insurance
is made. Id. The lender needs to be notified one time only, following the first time the insured
declines the coverage. Id. Chapter 1166 requires that an offer of coverage provide for the loss of the
dwelling and personal property, and also must provide at least $1,500 to cover expenses if the
residential dwelling is uninhabitable as the result of an earthquake. Id. § 10089 (enacted by Chapter
1166). Also, Chapter 1166 requires insurers to offer optional coverage to offset structural engineering
costs incurred in determining the habitability of the residential dwelling, or actual expenses incurred
in the demolition of a dwelling due to structural condemnation resulting from an earthquake. Id. §
10089.1(a) (enacted by Chapter 1166). If a building has been retrofitted, Chapter 1166 requires the
insurer to offer $10,000 in earthquake coverage to bring the dwelling up to compliance with the
building code. Id. § 10089.15 (enacted by Chapter 1166).
5. Id. § 10086.5(b) (amended by Chapter 1526) The provision is inapplicable where the policy
is terminated by the named insured. Id.
6. Id. § 10086.5(b) (amended by Chapter 1526). See Comment, Earthquake Insurance:
Proposalfor Compulsory Coverage, 24 SANTA CuARA L. REv. 971, 991 (1984) (discussing the
benefits of requiring all property owners to purchase earthquake insurance).
7. CAL. INS. CODE § 10089.2(a) (enacted by Chapter 1166). The disclosure of discounts for
earthquake hazard reductions must include, but is not limited to, reinforcements of the fireplace
chimney, retrofitting of the residential dwelling, tying the structure to the foundation, bracing the
structure to the foundation, and securing the hot water heater. Id. The notice requirement does not
apply where the insured has previously completed earthquake hazard reductions and the insurer has
provided discounts or surcharges for the specific policy. Id. § 10089.2(c) (enacted by Chapter 1166).
Chapter 1166 also requires all insurers offering residential property insurance to file a disaster plan
covering earthquakes. Id. § 10089.3(a) (enacted by Chapter 1166) (requiring the plan be filed with
the Insurance Commissioner before July 1, 1991). The plan must include specific provisions
regarding the insurers' procedures for handling claims resulting from an earthquake. Id. § 10089.3(b)
(enacted by Chapter 1166). Under existing law, a residential property insurer cannot limit its liability
for a fire following or caused by an earthquake. Id. § 2081 (amended by Chapter 326). Chapter 326
clarifies existing law by omitting the reference to "earthquake" from the list of various natural
disasters under which an insurer can limit their liability for loss due to fire which may follow these
natural disasters. Id. § 2081 (amended by Chapter 326). See 1988 Cal. Stat. ch. 570, sec. 1, at 1355
(enacting CAL INS. CODE § 2081) (amended by Chapter 326) (stating that an insured's decision not
to purchase earthquake coverage does not exempt an insurer from its obligation under a fire policy
to cover the losses of a fire which is caused by or follows an earthquake). See also CAL. INS. CODE
§ 532 (West 1972) (stating that if a special cause of a loss is excepted in a contract of insurance, and
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CALIFORNIA RESIDENTIAL EARTHQUAKE RECOVERY FUND

Chapter 1165 establishes the California Residential Earthquake
Recovery Fund.8 The fund compensates homeowners who have
suffered property damage resulting from earthquakes.9 All insureds
who maintain residential property insurance must pay a surcharge,
collected with their premium payments, to support the fund."° The
surcharge must then be transmitted to the state treasurer for deposit
into the fund."1 Further, Chapter 1165 gives residential property

a loss occurs as a result of that special cause, then the loss is also excepted from coverage). Cf.
Howell v. State Farm Fire & Casualty Co., 218 Cal. App. 3d 1446, 1458, 267 Cal. Rptr. 708, 716
(1990) (holding that a property insurer may not exclude coverage when a covered peril is the
proximate cause of a loss even though an excluded peril has contributed to the loss); State Farm Mut.
Auto. Ins. Co. v. Partridge, 10 Cal. 3d 94, 104-05, 514 P.2d 123, 130, 109 Cal. Rptr. 811,818 (1973)
(holding that where concurrent causes damage an area, and where one risk is covered and the other
excluded, insurance coverage exists).
S. CAL. INS. CODE § 5002(a) (enacted by Chapter 1165) The fund is to be administered by the
Insurance Commissioner. Id. Residential property insurance includes insurance covering privately
owned single-family residential structures, individually owned condominium units, single-family
structures rented for individual residential purposes, or individually owned mobilehomes located in
California and used primarily for residential use. Id. § 5001(d). Residential property insurance
concerning real property used for commercial, industrial, or business purposes is not included by
Chapter 1165. Id. § 5001(c) (enacted by Chapter 1165). The California Residential Earthquake
Recovery Fund also does not include insurance covering real property owned by a public entity and
insurance covering property financed by the Cal-Vet Farm and Home Loan Program. Id.
9. CAL. INS. CODE § 5002(b) (enacted by Chapter 1165). Funds in the California Residential
Earthquake Recovery Fund may also be used to offset costs associated with administering this chapter
to purchase reinsurance, to pay for revenue bends, and to retrofit dwellings. Id. § 5002(c)(l)-(6)
(enacted by Chapter 1165).
10. Id. § 5003(a) (enacted by Chapter 1165). The Insurance Commissioner must establish the
surcharge that will be levied upon residential property owners to fund the program. Id. § 5004(a)
(enacted by Chapter 1165) (allowing the Commissioner to set forth different surcharges rates based
upon the earthquake risk of location, and the type and age of structure). In addition, the
Commissioner may establish a lower surcharge for buildings that have been retrofitted against the
risk of earthquake damage. Id. § 5004(a)(1) (enacted by Chapter 1165). The surcharge must be
between $12 and $60, and the amount may be adjusted annually if extraordinary changes in the risk
occur or if there is an extraordinary change in the condition of the fund. Id. § 5004(a)(2)-(3) (enacted
by Chapter 1165).
11. Id. § 5003(c) (enacted by Chapter 1165).
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owners access to low interest government loans to retrofit
structures against earthquake damage.12
EDS

Insurance; employment-based taxes
Unemployment Insurance Code § 13004.5 (new); §§ 621.5,
1128, 1129, 1703, 13052.5 (amended).
AB 2667 (Eastin); 1990 STAT. Ch. 719
Existing law requires a licensed contractor' to pay or collect
from his or her employees 2 certain employment-based taxes,
including unemployment insurance 3 and disability insurance.4
Chapter 719 changes the definition of "employee" to include those

12. Id. § 5002.5 (enacted by Chapter 1165). Two percent of the fund will be available for the
loan program when the fund reaches $1 billion; this percentage increases to four percent when the
fund reaches $2 billion, and five percent when the fund reaches $3 billion. Id. The surcharge must
be transmitted within 30 days of the quarter in which the money was collected. Id. § 5003(c) (enacted
by Chapter 1165). Chapter 1165 provides up to $15,000, subject to a deductible, in earthquake
insurance for property owners covered under the program. Id. § 5005(a)(1) (enacted by Chapter
1165). The deductible is equal to one-half of one percent of the amount of fire coverage included in
the homeowners insurance policy, or if there is no stated amount, the deductible must range between
$1,000 and $3,500. Id. § 5004(a)(2). The amount of coverage may be adjusted annually by the
Insurance Commissioner to reflect changes in construction costs for residential structures. Id. §
5005(a)(b) (enacted by Chapter 1165). The California Residential Earthquake Recovery Fund only
applies to property for which the surcharge was collected, and remains in effect during the period that
the residential property insurance stays in effect. Id. § 5005(b) (enacted by Chapter 1165). Chapter
1165 indemnifies the state and the Commissioner for earthquake insurance in excess of the amount
of the money in the fund. Id. § 5007 (enacted by Chapter 1165). If the fund is exhausted, the funds
will be distributed on a pro-rata basis. Id. The coverage takes effect on July 1, 1991. Id. § 5008(a)
(enacted by Chapter 1165).

1. See CAL. Bus. & PROF. CODE § 7026 (West 1986) (definition of licensed contractor).
2. See CAL. UNEMP. INS. CODE § 621.5(a) (amended by Chapter 719) (definition of employee).
Employee may also be defined pursuant to California Labor Code section 2750.5. Id. § 621.5(b)
(amended by Chapter 719).
3. See CAL. UNEMP. INS. CODE §§ 125-141 (West Supp. 1990) (prescribes when payment of
unemployment insurance is required).
4. CAL. INS. CODE § 106 (West 1972) (definition of disability insurance).
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employees who work for an employer who does not have a valid
state contractor's license but who is required to have one.5
Under prior law, employers who fraudulently 6 failed to file a tax
return or who fraudulently underpaid the amount of unemployment
insurance, disability insurance, employer training taxes or personal
income tax withholding were penalized twenty-five percent.7
Chapter 719 increases this penalty to fifty percent!
Existing law requires employers to pay interest on unpaid taxes,
in addition to any penalties owed.9 Further, existing law provides
that unpaid taxes, penalties and interest constitute an enforceable
state tax lien1" against the taxpayer's property.11 Prior law did
not specify a date upon which this lien would become due and
payable. 2 Chapter 719 makes these penalties become due and
payable on the date the director of the Employment Development
Department sends the notice stating the amount due to the
taxpayer. 13
EDS

5.

CAL. UNEMP. INS. CODE § 621.5(b) (amended by Chapter 719).

6. See CAL. CIV. CODE § 1572 (West 1986) (definition of actual fraud).
7.
1953 Cal. Stat. ch. 308, sec. 1, at 1496 (amending CAl. UNEMP. INS. CODE § 1128)
(amended by Chapter 719).
INS. CODE § 1128 (amended by Chapter 719).
8. CAL UN nM.
9. CAL UNeMP. INS. CODE § 1129 (amended by Chapter 719). See CAL. RE%,. & TAX. CODE
§ 19269 (West Supp. 1990) (criteria for determining the interest on unpaid taxes).
10. See CAL. GOV'T CODE § 7162 (West 1980) (definition of state tax lien).
11.

CAL UNEMP. INS. CODE § 1703 (amended by Chapter 719).

12. 1980 Cal. Stat. ch. 600, sec. 64, at 1649 (amending CAL UNEMP. INS. CODE § 1703)
(amended by Chapter 719).
13. CAL UNEMP. INS. CODE § 1703(b)(2) (amended by Chapter 719). Penalties are imposed in
the following situations: (1) Not filing a state income tax return within a specified time frame. Id.
§ 1112.5 (West Supp. 1990). (2) Failure to give the names and wages of employees to the EDD. Id.
§ 1114. (3) Failure to issue a W2 or 1099 form to the employees. Id. § 13052.5 (amended by Chapter
719).
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Insurance; FAIR plan
Insurance Code § 10095.5 (new); § 10095 (amended).
AB 2891 (Moore); 1990 STAT. Ch. 638
Existing law requires basic property insurers1 to establish the
California FAIR Plan Association for the apportionment of
insurance for those unable to obtain basic property insurance
through normal channels.2 Chapter 638 expands existing law by
requiring basic property insurers to establish a statewide toll-free
telephone number for persons denied basic property coverage
Additionally, the insurer must either provide this number to those
persons interested in procuring such insurance, or assist them in the
application process.4
IWC

Insurance; health coverage notification
Health and Safety Code §§ 1374.20 1374.21, 1374.22,
1374.23, 1374.24, 1374.25, 1374.26, 1374.27, 1374.28 (new);
Insurance Code §§ 10199, 10199.1, 10199.2, 10199.3,
10199.4, 10199.5, 10199.6, 10199.7, 10199.8, 10199.9 (new).
SB 2616 (Robbins); 1990 STAT. Ch. 949
Prior to the enactment of Chapter 949, California law did not
require group disability insurers or group health care service plans
to provide advance notice prior to making rate or policy changes.
Chapter 949 prohibits a group health care service plan from making

1. See CAL. INS. CODE § 10091(0 (Deering Supp. 1990) (definition of insurer). See also id.
§ 10091(c) (definition of basic property insurance).
2. Id. §§ 10095(a) (amended by Chapter 638), 10091(a) (the California FAIR [Fair Access to
Insurance Requirements] Plan Association was formed for insurers licensed to write basic property
insurance to assist others in procuring this insurance).
3. Id. § 10095.5(a) (enacted by Chapter 638) (the toll-free "800" number will provide
information and assistance in regard to obtaining basic property insurance).
4. Id. § 10095.5(b) (enacted by Chapter 638).
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rate or coverage changes unless the plan has delivered notice in
writing' to all insureds thirty days prior to the effective date of the
contract's renewal.2 In addition, Chapter 949 requires certain
disability insurers, nonprofit hospital service plans, and related
entities to provide notice of policy terminations or premium rate
changes.'
IWC

Insurance; insolvency
Insurance Code §§ 988, 989 (new).
AB 3834 (Epple); 1990 STAT. Ch. 302
Chapter 302 requires an insurer's chief executive officer to notify
the Insurance Commissioner when the insurance company becomes
financially impaired.' Chapter 302 also requires any officer,
director, or trustee of an insurer to notify the chief executive officer

1. CAL. HEALTH & SAFETY CODE § 1374.21 (enacted by Chapter 949). The written notice
must state the premium rate change in italics and specify in 10-point bold typeface the reason for the
rate change. Id. § 1374.22(b)-(c) (enacted by Chapter 949).
2. Id. § 1374.21 (enacted by Chapter 949). Notice is delivered to the group contract holder.

Id. § 1374.22(a) (enacted by Chapter 949). Health care service plans and their agents are not liable
for statements included in the notice unless the statement was made with malice in fact. Id. § 1374.24
(enacted by Chapter 949). Malice in fact implies a deliberate intention to injure, evidenced by
external circumstances. BLACK'S LAW DICToNARY 863 (5th ed. 1979). Malice in fact must be
distinguished from actual malice, which is either knowledge that the statement was false, or reckless
disregard of whether or not the statement was false. New York Times v. Sullivan, 376 U.S. 254, 279280 (1964). Those persons found to be in violation of Chapter 949 are subject to administrative
penalties set forth by the Insurance Commissioner. CAL. HEALTH & SAFETY CODE § 1374.27
(enacted by Chapter 949).
3. CAL. INS. CODE § 10119.1(a) (enacted by Chapter 949) (notice of the termination or rate
change must be provided at least 30 days prior to the effective date of the action). The written notice
must state the changes in italics, in addition to stating the reasons for the change. Id. § 10199.2(a)-(b)
(enacted by Chapter 949). Frequent violations of these provisions may subject insurers to fines of up
to $100,000 per violation. Id. §§ 10199.6, 10199.7(d) (enacted by Chapter 949).

1. CAL. INS. CODE § 988(b) (enacted by Chapter 302). 'Impaired" is a financial situation that
occurs when the assets of the insurer are less then the minimum required capital, surplus, and
liabilities of the company. Id. § 988(a)(1) (enacted by Chapter 302).
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in writing if the person knows that the insurance company is
financially impaired.2
EDS

Insurance; insurable interests
Insurance Code §§ 1749.01, 10110.1, 10110.2 (new); § 10202
(amended);
SB 2281 (Robbins); 1990 Cal. STAT. Ch. 1418

Support: Independent Administrators Association; Pacific
Mutual Life Insurance Company and Westport Management
Services.
Under existing law, every person has an insurable interest in the
life and health of specified persons.1 Chapter 1418 provides that
an insurable interest with respect to life and disability insurance is
an interest based upon reasonable expected pecuniary advantages.2
Further, Chapter 1418 states that an employer has an insurable
interest in the life and physical and mental well-being of the
employer's directors, officers, employees, and any others whose
death or disability may cause the employer financial loss.3 Under
existing law, a life insurance policy, in order to constitute group

2. Id. § 988(b) (enacted by Chapter 302). The penalty for failing to report an impairment is
a fine of up to $50,000, imprisonment of up to one year in the county jail, or both. Id. § 988(c)
(enacted by Chapter 302). Chapter 302 also makes it a misdemeanor punishable by up to one year
in jail if a person: (1) Conceals an insurer's property; (2) conceals or transfers property in
contemplation of a state insolvency proceeding; or (3) tampers with or makes a fraudulent entry into
any document that relates to insolvency proceedings. Id. § 989(a)-(c) (enacted by Chapter 302).

1. See CAL. INS. CODE § 10110 (West 1972). A person has an insurable interest in herself or
himself, in those on whom the person depends for education and support, in those who are under a
legal obligation to that person, and in those on whom the person's estate or interest depends. Id.
2. Id. § 10110.1 (enacted by Chapter 1418). Pecuniary advantages include those which result
from the continued life, health or bodily safety of another person or a loss by reason of the person's
death or disability. Id.
3. Id. § 10110.1(c) (enacted by Chapter 1418). Under specified circumstances, the employer
may also have an insurable interest in a shareholder or a trustee. Id.
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life insurance, must be for the benefit of a person other than the
employer. Chapter 1418 states that a policy may be for the benefit
of a trustee of a pension, welfare benefit plan, or trust established
by the employer to provide specified benefits for the employees if
the trustee has an insurable interest in the employee, and if the
employee has consented in writing to the coverage. A charitable
organization is deemed to have an insurable interest in an insured
who designates the charity as the beneficiary. 6
Chapter 1418 specifies that because a person has an unlimited
insurable interest in that person's own life, health, and bodily
safety, that person may take out a policy of insurance on their life
and designate anyone as the beneficiary.' Additionally under
Chapter 1418, the insurer is entitled to rely on statements and
declarations made by the insured and is not liable for any false
statements on which the insurer relies in good faith.'
SKD

4. Id. § 10202(d) (amended by Chapter 1418). There are other requirements nece&ary to form
group life insurance specified in California Insurance Code section 10202. See id. § 10202 (a)-(f)
(amended by Chapter 1418).
5. Id. § 10202(d) (amended by Chapter 1418). The trust may be one which provides life,
health, retirement or similar benefits. Id.
6. Id. § 10110.1(f) (enacted by Chapter 1418). The charity must meet the requirements of
California Revenue and Taxation Code section 214. Id.
7. Id. § 10110.1(b) (enacted by Chapter 1418). It is not necessary for the beneficiary to have
an insurable interest in the insured. Id. An insurable interest must exist at the time of the insurance
contract, but is not required at the time of the loss. Id. § 10110.1(e) (enacted by Chapter 1418).
8. Id. § 10110.2(b) (enacted by Chapter 1418). See generally Duesenberg, Insurer's Tort
Liability for Issuing Policy Without Insurable Interest, 47 CALIF. L. REV. 64 (1959) (tracing the
history and underlying policies of laws requiring that there be an insurable interest in the person
insured).
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Insurance; insurance rate review hearings
Insurance Code § 1861.055 (added).
AB 3014 (Lancaster); 1990 STAT. Ch. 1584
Sponsor: Association of California Insurance Companies
Support: Insurance Agents and Brokers Legislative Council;
California Association of Professional Liability Insurers
Opposition: Department of Insurance
Existing law allows the Insurance Commissioner' to hold a
hearing on an insurer's application for a property and casualty
insurance rate change.2 Under existing law, the application is
of the
deemed to be approved sixty days after public notification
3
exist.
circumstances
certain
unless
application is given,
Chapter 1584 requires the commissioner to adopt regulations
governing rate change hearings. 4 If such regulations are not
adopted, the sole remedy available is a writ of mandate to compel
the commissioner to adopt the regulations.5
EDS

1. See CAL. INS. CODE § 12901 (West Supp. 1990) (qualifications required of the Insurance
Commissioner).
2. Id. § 1861.05(c) (West Supp. 1990).
3. Id. If a rate increase exceeds the then applicable rate by seven percent for personal lines or
15 percent for commercial lines, or the commissioner grants a hearing based upon a timely request
by a consumer or a consumer representative, a consumer can request a hearing within 45 days after
the Commissioner gives public notice of the rate application. Id. The commissioner has discretion
as to whether to grant the hearing, but if he or she refuses, written notice must be provided as to the
reasons why the hearing was not granted. Id.
4. Id. § 1861.055(a) (added by Chapter 1584). The commissioner must adopt regulations
governing hearings within 120 days after the enactment of Chapter 1584. Id. (added by Chapter
1584). The administrative law judge must render a decision within 30 days of the closing of the
record in the proceeding. Id. § 1861.055(d) (amended by Chapter 1584). Chapter 1584 is intended
to further the purposes of Proposition 103 by providing for a quick resolution of a rate change
application. 1990 CAL. STAT. ch. 1584, sec. 2, at _
5. Id. § 1861.055(b) (added by Chapter 1584).
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Insurance; liability arising from use of school
premises
Education Code § 40043 (amended).
AB 3006 (O'Connell); 1990 STAT. Ch. 377
Under existing law, nonprofit organizations or those promoting
youth and school activities may use school facilities or grounds
with the approval of the school district governing board.' Under
Chapter 377, liability for injuries arising from the use of school
facilities or grounds by these groups is apportioned according to
the fault of the school district or the organization.2
Chapter 377 codifies existing case law by invalidating the
requirement that these groups purchase liability insurance.' Chapter
377 makes each party responsible for the costs of insuring itself
against risks and defending against claims that may arise out of the
use of the school facility.4 Chapter 377 does not affect a school's
liability or immunity for injuries caused by a dangerous condition
of public property.'
SKD

1. CAL. EDUC. CODE § 40043(a) (amended by Chapter 377). When the facilities are being used
by for profit organizations or those that charge an admission fee, the school district may charge fair
rental value. Id § 40043(d) (amended by Chapter 377). See id. § 40043(g) (amended by Chapter 377)
(definition of fair rental value). See also id. §§ 40040-40048 (West Supp. 1990) (the Civic Center
Act). The Act creates a civic center at each public school which may be used free of charge by
organizations for specified purposes. Id. § 40041(a).
2. Id. § 40043(h) (amended by Chapter 377).
3. See Ellis v. Bd. of Educ. of the San Francisco Unified School Dist., 27 Cal. 2d. 322, 32829, 164 P.2d 1, 4-5 (1945) (holding that the school board cannot require a group, which is allowed
to use the facility free of charge, to furnish public liability insurance for the negligent acts of the
school district).
4. CA. EDUC. CODE § 40043(h) (amended by Chapter 377) (requiring school district liability
for any injuries which result from negligence in the maintenance and ownership of the school
facilities and grounds, while the group is liable for injuries which result from its own negligence
during use).
5. Id. § 40043(h) (amended by Chapter 377).
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Insurance; living benefits contracts--defined
Insurance Code §§ 10113.1, 10113.2 (new);
Revenue and Taxation Code § 17131.5 (new);
Welfare and Institutions Code §§ 11021, 11022 (new).
AB 2663 (Peace); 1990 STAT. Ch. 1387
Support: Life Aids Lobby, Association of California Life
Insurance Companies, Association of Life Underwriters
Chapter 1387 expressly authorizes an insured party, or the
owner of a life insurance' policy2 upon the life of another to
enter into a "living benefits contract ' 3 with a third party4 upon
the occurrence of a catastrophic or life-threatening illness.5 Under
Chapter 1387, individuals and businesses soliciting living benefits
contracts are subject to regulation.6
Under Chapter 1387, no person may be required to enter into a
living benefits agreement, or to accept "accelerated death
benefits," 7 as a condition of eligibility for public aid.8
Additionally, failure to enter into a living benefits contract may not

1. See CAL. INS. CODE § 101 (West 1972) (definition of life insurance).
2. See id. § 380 (definition of policy).
3. Chapter 1387 defines a living benefits contract as an agreement between an insured
party, or the owner of a life insurance policy upon the life of another, and a third party, by which
the insured party receives compensation in exchange for assigning the rights to the life insurance
policy to the third party. CAL. INS. CODE § 10113.1(a) (enacted by Chapter 1387).
4. Id. Before a person will be allowed to enter into a living benefits agreement with any
person afflicted with a catasptrophic or life threatening illness, he or she must first obtain a
written statement from a licensed medical practitioner attending the person suffering the illness,
stating that the person is of sound mind and is not under any undue influence, and a witnessed
statement by the person consenting to the living benefits contract, in which the person
acknowledges the illness, their understanding of the living benefits contract, and their consent to
the release of their medical records. Id. § 101 13.1(c)(1)-(2) (enacted by Chapter 1387).
5. See CAL- HEALTH AND SAFETY CODE § 1250(i)(2)(B)-(C) (West 1990) (definition of
terminal and catastrophic illness).
6. CAL. INS. CODE § 10113.3(b)(1) (enacted by Chapter 1387). Chapter 1387 requires that
every person entering into or soliciting living benefits contracts be licensed by the Insurance
Commissioner. Id. Also, all living benefit contract forms to be used in California must be
approved by the Insurance Commissioner. Id. § 10113.2(c) (enacted by Chapter 1387).
7. See WELFARE AND INST. CODE § 11021(b) (enacted by Chapter 1387) (definition of
accelerated death benefits).
8. Id. § 11021(a) (enacted by Chapter 1387).
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result in a reduction in aid, assistance, or benefits to the insured
party. 9 Chapter 1387 also provides that, for purposes of Personal
Income Tax Law, any amount received pursuant to a living benefits
contract is to be excluded from the computation of gross
income.1
MBK

Insurance; Medi-Cal disenrollment of pregnant
women
Welfare-and Institutions Code § 14407.8 (new and repealed).
AB 3223 (Campbell); 1990 STAT. Ch. 1466
Support: Contra Costa County
Opposition: California Medical Association
Existing law provides that Medi-Cal' programs must provide
medical benefits to public assistance recipients.' Further, Medi-Cal
beneficiaries may enroll with a participating contractor rather than
in the Medi-Cal Fee-for-Service program.3 Prior to the enactment
of Chapter 1466, there was no prohibition against disenrollment.
Chapter 1466 creates a pilot program which requires that if a
woman who is a Medi-Cal beneficiary enrolls with a participating
contractor while pregnant, or becomes pregnant while enrolled, the
woman may not disenroll or be disenrolled by the participating
contractor during the period of her pregnancy, and for at least six

9. Id. § 11021(b) (enacted by Chapter 1387).
10. CAL. REv. & TAx. CODE § 17131.5 (enacted by Chapter 1387). See id. § 17071 (West
Supp. 1990) (definition of gross income).

1. See CAL. WE... & INST. CODE § 14000 (West Supp. 1990) (stated intent of the legislature
in creating Medi-Cal).
2. Id. § 14005.4 (west Supp. 1990). Public assistance recipients include categorically needy
persons and low-income persons. Id.
3. Id. §§ 14302.1, 14407.5 (West Supp. 1990).
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months thereafter, except for good cause.4 Additionally, Chapter
1466 sets forth criteria that a participating contractor must meet in
order to take part in the pilot program.5
EDS

Insurance; Medicare supplement
Insurance Code §§ 10195.4, 10197.2, 10197.25, 10197.6
(repealed); §§ 10192.05, 10192.1, 10192.2, 10194, 10194.1,
10194.2, 10194.3, 10194.5, 10195.65, 10197, 10197.1, 10197.2,
10197.3, 10197.4, 10197.6 (new); §§ 10193, 10195 (amended).
AB 4282 (Johnston); 1990 STAT. Chapter 1291
Opposition: Association of California Life Insurance Companies
(Effective Date: September 25, 1990)

Existing law contains various provisions regulating Medicare
supplement policies.1 Chapter 1291 mandates that these regulations
also apply to nonprofit hospital service plans and group master
policy agreements.'
4. Id. § 14407.8(a) (enacted by Chapter 1466). The beneficiary still has the option to seek
services under the Medi-Cal Fee-For-Service system rather than enroll with a participating contractor.
Id. § 14407.8(a)(3) (enacted by Chapter 1466). Good cause for disenrollment includes: (1) A
violation of enrollment notices; (2) moving out of the service area; (3) reduced prepaid health plan
(PHP) level of services; (4) fraudulent use of Medi-Cal coverage by the beneficiary; (5) a breakdown
in the physician/patient relationship; and (6) a need for services not available in the PHP. Id. §
14407.8(b) (enacted by Chapter 1466). The legislature created the pilot project to ensure and improve
prenatal and postpartum care for mothers and children, and to reduce the cost of long-term medical
care. 1990 Cal. Stat. ch. 1466, sec. I, at _. In addition, if the child is enrolled as a PHP member,
the child must remain in the PHP for six months, except for good cause. Id. § 14407.8(a)(5) (enacted
by Chapter 1466).
5. See id. § 14407.8(a)(1) (enacted by Chapter 1466). The State Director of Health Services
may require the participating contractors to maintain various records. Id. § 14407.8(d) (enacted by
Chapter 1466).

1. See CAL. INs. CODE §§ 10193-10198.5 (West Supp. 1990) (provisions relating to Medicare
supplement policies). See id. § 10192.1(b) (enacted by Chapter 1291) (definition of Medicare
supplement policy).
2. Id. § 10192.05(a) (enacted by Chapter 1291). Certain employment-related policies, however,
are excluded from these requirements. Id. § 10192.05(b) (enacted by Chapter 1291).
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Additionally, Chapter 1291 sets forth the minimum standards
that all Medicare supplement polices must meet before a policy
may be advertised, solicited, or issued for delivery in California.'
Chapter 1291 states that a Medicare supplement policy may not
limit or exclude coverage because of illness, accident, treatment, or
medical condition, unless the policy falls within a specified
exception. 4 Chapter 1291 mandates that Medicare supplement
policies include a renewal or continuance provision, and
additionally requires insurers issuing disability policies to persons
eligible for Medicare to provide those persons with a Medicare
Supplement Buyer's Guide.5 An insurer changing a policy rider,
endorsement, coverage, or benefits must have the applicant sign the
change.6
Existing law requires the insurer to deliver an outline of
coverage to a Medicare supplement policy applicant upon
completion of the application.7 If an insurer issues a policy that is
different from the outline of coverage given the applicant, a

3. See id. § 10194 (enacted by Chapter 1291) (standards must include standards concerning
preexisting medical conditions, renewable policies, and conversion requirements). Chapter 1291 also
requires certain minimum benefits on all Medicare policies. Id. § 10194.1 (enacted by Chapter 1291).
Chapter 1291 was apparently enacted in response to passage of the federal Medicare Catastrophic Act
in 1988 that requires states to enact laws to regulate Medicare supplement insurance. Telephone
conversation with Peter Cooey, Consultant to Assemblyman Patrick Johnston (June 12, 1990) (notes
on file at the Pacific Law Journal). Chapter 1291 codifies the National Association of Insurance
Commissioners (NAIC) model laws and regulations, with certain modifications. See Proceedings of
the National Association of Insurance Commissioners, (June 4-8, 1989 Summer National Meeting),
Volume 11,518-70. All insurers providing Medicare supplement coverage must provide a copy of any
advertisement intended for use in California to the Insurance Commissioner for review at least 30
days prior to publication. CAL. INS. CODE § 10195.65 (enacted by Chapter 1291).
i. Id. § 10194.2(a) (enacted by Chapter 1291). See id § 10194.2(a)(1-10) (enacted by Chapter
1291) (listing injuries and illnesses not required to be covered by a Medicare supplement policy).
5. Id. § 10194.3(b) & (f) (enacted by Chapter 1291). The Medicare Supplement Buyers Guide
will be developed jointly by the Health Care Financing Administration and the NAIC. Id. §
10194.3(0 (enacted by Chapter 1291).
6. Id. § 10194.3(c) (enacted by Chapter 1291). The change must be signed by the applicant
unless the changes are required by minimum standards set forth in the California Insurance Code or
by a change in the law. Id. An insurer must also provide the insured with notice of policy changes
30 days prior to the effective date ofa benefit change. Id. § 10194.3(f)(1) (enacted by Chapter 1291).
The notice of benefit modifications and adjustments must be made in outline form in clear and simple
terms. Id. § 10194.3(f)(2) (enacted by Chapter 1291). No solicitation may accompany such notices.
Id. § 10194.3(f)(3) (enacted by Chapter 1291).
7. Id. § 10195 (West Supp. 1990).
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supplemental outline of coverage must be delivered to the insured
conforming to a specific format.'
Chapter 1291 includes various provisions to protect
policyholders from purchasing unnecessary duplicative coverage,
including a requirement that application forms include certain
questions to ascertain whether the applicant already has coverage.9
In addition, Chapter 1291 provides that when a transaction involves
a replacement policy, the insurer must give the applicant notice of
the possible consequences of replacement coverage.10 Finally,
Chapter 1291 requires insurers to conform to prescribed marketing
policies."
EDS

8. Id. § 10194.3(h)(2) (enacted by Chapter 1291). See id. § 10194.3(h)(4) (enacted by Chapter
1291) (example of the specific format required for the supplemental outline). chapter 1291 provides
that the outline of coverage must be provided at the time the application is made. Id. § 10194.3(h)(1)
(enacted by Chapter 1291). See id. § 10197.6 (enacted by Chapter 1291) (regulations regarding
agents' commissions for the sale and renewals of Medicare Supplement policies).
9. See id. § 10197 (enacted by Chapter 1291).
10. Id. § 10195(a)(1) (amended by Chapter 1291) (gives the insured 30 days to cancel the
policy).
11. Id. § 10197.1 (enacted by Chapter 1291). The marketing policies require a comparison of
policies by insurance agents to be fair and accurate, prohibit the sale of excessive insurance, and
require agents to determine the difference in benefits between the replacement policy and the replaced
policy. Id. Chapter 1291 prohibits the sale of a Medicare supplement policy to an individual who
already has more than one Medicare supplement policy which, when combined, would insure a
person for more than 100% of the individual's actual medical expenses. Id. § 10197.2(b) (enacted
by Chapter 1291).
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Insurance; minimum liability insurance
Insurance Code §§ 1861.15, 1861.16 (new).
AB 2737 (Johnston); 1990 STAT. Ch. 1185
Support: Insurance Agents and Brokers Legislative Council;
Latino Issues Forum & Public Advocates
Opposition: Alliance of American Insurers
Existing law requires automobile insurers to offer good driver
discount' policies to those who qualify.2 Existing law also require
drivers to have minimum financial responsibility coverage.3
Chapter 1185 roquires automobile insurers to offer and sell this
minimum financial responsibility coverage to those persons who
qualify for a good driver discount.4
Chapter 1185 mandates an insurer, broker,5 agent6 or any other
employee of the insurer to disclose to the person eligible for a
good driver discount that they may purchase minimum financial
responsibility coverage amounts if they desire.7 Chapter 1185 also
provides that insurers must compensate their agents and brokers for
the sale of minimum financial responsibility coverage to good

1. See CAL. INS. CODE § 1861.02 (West Supp. 1990) The good driver discount is determined
by the insured's driving safety record, the number of miles he or she drives annually, and the number
of years of driving experience the driver has. Id. See also id. § 1861.025 (exact criteria entitling a
driver to a good driver discount).
2. 1988 Cal. Stat. prop. 103 at_. (mandated by the California voters' passage of Proposition
103 on Nov. 8, 1988).
3. CAL. VEH. CODE § 16020 (West Supp. 1990). See id. § 16056 Drivers must maintain
coverage of at least $15,000 per person, and $30,000 per accident for bodily injury or death. In
addition, drivers must maintain at least $5,000 coverage for damage to property. Id. See id. § 16021
(explaining how to establish financial responsibility).
4. CAL. INS. CODE § 1861.15(a) (enacted by Chapter 1185). Chapter 1185 was apparently
enacted in response to reports charging that some auto insurers were only offering the more expensive
high liability coverage to avoid providing the less profitable minimum financial responsibility
coverage to good drivers. Telephone conversation with Jeff Shelton, Consultant to Assemblyman
Patrick Johnston (June 4, 1990) (notes on file at the Pacific Law Journa).
5. See CAL INS. CODE § 1623 (West 1972) (defining an insurance broker as a person who,
for compensation and on behalf of another person, transacts with an insurer for all lines of coverage
except life insurance).
6. Id. § 1621 (defining an insurance agent as a person authorized, by and on behalf of an
insurer, to transact insurance).
7. Id. § 1861.15(b) (enacted by Chapter 1185).
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drivers in the same percentage amount that the agent would receive
for selling higher amounts of coverage
EDS

Insurance; required disclosure--replacement life
insurance or annuity policy
Insurance Code §§ 10509, 10509.1, 10509.2, 10509.3, 10509.4,
10509.5, 10509.6, 10509.7, 10509.8, 10509.9 (new).
AB 3239 (Lancaster); 1990 STAT. Ch. 963
Sponsor: Association of California Life Insurance Companies
Support: Independent Administration Association; State Farm
Insurance Company; California Teachers Association
Prior to the enactment of Chapter 963, California law did not
regulate the sale of life insurance and annuity policies that replace
existing policies. Under Chapter 963, agents, brokers, and insurers
must provide applicants who replace' their life insurance or
annuity policies with a notice regarding the replacement policy.2
Additionally, the insurer must notify the existing insurer of the
replacement. Chapter 963 further requires agents or brokers
8. Id. § 1861.16 (enacted by Chapter 1185) (prohibiting the agent's commission rate from
varying by the amount of insurance sold).

1. See CAL. INS. CODE § 10509.2 (enacted by Chapter 963) (definition of replacement).
2. Id. § 10509.4(b)(1) (enacted by Chapter 963) (requiring the notice to be signed by the
applicant and the agent). The agent shall present the applicant with an original or a copy of all
printed communications used for presentation. Id. § 10509.4(b)(2) (enacted by Chapter 963). Chapter
963 does not apply to the following: (1) Credit life insurance; (2) group life insurance or annuities;
(3) applications to existing insurers; (4) proposed life insurance which replaces insurance issued by
the same insurer;, and (5) tranactions involving the same existing and replacement insurer. Id. §
10509.3(a)-(e) (enacted by Chapter 963). See id. §§ 10509.4(d) (enacted by Chapter 963) (example
of notice to be provided); 10509.5(b) (enacted by Chapter 963) (requiring an applicant to sign a
statement indicating whether the proposed life insurance or annuity will replace an existing policy).
3. Id. § 10509.6(b)(2) (enacted by Chapter 963) (requiring the written communication to be
made within three working days of the receipt of the application). The life insurer, through a policy
or written statement, must also notify applicants of their right to an unconditional refund, which can
be collected within 20 days of delivery of the policy. Id. § 10509.6(d) (enacted by Chapter 963).
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undertaking a conservation4 to provide insureds with a policy
summary of existing life insurance policies.5
IWC

Insurance; senior health care
Insurance Code §§ 785, 786, 786.5, 787, 788, 788.5, 788.7,
789, 789.3, 789.5 (new).
SB 2333 (Killea); 1990 STAT. Ch. 1454
Sponsor: Los Angeles District Attorney
Support: California Teacher's Association; Senior Citizens
Advisory Council of Orange County; California Association
of Health Underwriters
Existing law places certain regulations on insurance
supplementing Medicare.' Chapter 1454 expands existing law by
requiring all insurance policies offered to individuals age sixty-five

4. See id. § 10509.2(0 (enacted by Chapter 963) (definition of conservation).
5. Id. § 10509.6(b)(3) (enacted by Chapter 963). The replacing insurer may request a copy of
the policy summaries, which must be delivered by the existing insurer within five working days of
the raceipt of the request. Id. Where a replacement is involved, the life insurer must require a list of
the applicant's existing life insurance or annuity being replaced from the agent or broker. Id. §
10509.6(b)(1)(i) (enacted by Chapter 963). The policy summaries and ledger statements must be
maintained as evidence for at least three years by both the existing and replacement insurers. Id. §
10509.6(c) (enacted by Chapter 963). Agents, brokers, or insurers are deemed to be in violation of
Chapter 963 if their recommendations are based on materially inaccurate comparisons of an existing
contract's benefits or values. Id. § 10509.8(a) (enacted by Chapter 963). Agents, brokers or others
involved in insurance, other than an insurer, are subject to a fine of no less than $250 for their first
violation, and between $1,000 and $25,000 for second or subsequent violations. Id. § 10509.9(a), (b)
(enacted by Chapter 963). Insurers who violate Chapter 963 will be fined at least $2,500 for the first
violation, and between $10,000 and $100,000 for frequent violations. Id. § 10509.9(c), (d) (enacted
by Chapter 963).

1. See CAL. INs. CODE Id. § 10195.6 (West Supp. 1990) (listing the specific limitations placed
on advertisements for insurance supplementing Medicare). Limitations are also placed on sales of
insurance supplementing Medicare. Id. § 10195. See also id. § 10195 (definition of insurance policies
that supplement Medicare).
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or older to provide a thirty day examination period.2 Further,
Chapter 1454 provides that all insurers, brokers, agents, and others
in the insurance industry owe a prospective insured age sixty-five
or older a duty of honesty, good faith, and fair dealing.3
Chapter 1454 places restrictions on advertisements directed
toward persons age sixty-five or older, and forbids any misleading
or deceptive statements.4 Additionally, the Insurance Commissioner
has the authority to assess penalties against individuals or entities
who violate Chapter 1454.IWC

2. Id. § 786 (enacted by Chapter 1454) Individuals who choose to return the contract will
receive a full refund. Id. The premium payment must be refunded within 30 days. Id. § 786(a)
(enacted by Chapter 1454). The policy must contain a notice in no less than 10-point upper case type
stating the right to return the policy. Id. § 786(c) (enacted by Chapter 1454). Brokers, agents, or
entities offering disability insurance to persons 65 years or older must provide the prospective insured
with a comparison of the supplemental plan and the insured's existing health coverage. Id. § 786.5
(enacted by Chapter 1454).
3. Id. § 785(a) (enacted by Chapter 1454). An insurer may not knowingly sell benefits to a
Medi-Cal beneficiary over 65 years of age. Id. § 788 (enacted by Chapter 1454). Chapter 1454
prohibits the replacement of insurance that decreases benefits and increases premiums. Id. § 788.5(a)
(enacted by Chapter 1454).
4. Id. § 787(a) (enacted by Chapter 1454). Advertisements may not falsely imply that the
insurer is connected with a governmental agency. Id. § 787(e) (enacted by Chapter 1454).
5. Id. § 789(a) (enacted by Chapter 1454). Frequent violators of the provisions of Chapter 1454
may receive lines of up to $100,000 for each violation. Id. § 789.3 (enacted by Chapter 1454).
Actions at law may be brought by the attorney general, district attorney, or a city attorney against
those persons or entities in violation of the provisions of Chapter 1454. Id. § 789(e) (enacted by
Chapter 1454). Chapter 1454 does not apply to certain Medicare supplement insurance. Id. § 785(c)
(enacted by Chapter 1454).
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Insurance; unlawful rebates--motor vehicle insurers
Insurance Code § 754 (new).
AB 2909 (Polanco); 1990 STAT. Ch. 255
Existing law prohibits insurance agents, brokers, and others in
the insurance industry from receiving any financial benefit 1 from
motor vehicle repair facilities to which they have made referrals.2
Chapter 255 expands existing law by prohibiting any person from
offering, receiving, soliciting, or paying any referral fee3 for
referring others for services or goods, if the person knows or
should know that the payment for the goods or services will be
reimbursed wholly or partially by a motor vehicle insurer.4
Violation of Chapter 255 is a misdemeanor.'
IWC

Insurance; workers' compensation--small farms
Insurance Code §§ 11656.5, 11656.6 (amended).
AB 3326 (Polanco); 1990 STAT. Ch. 293
Existing law permits employees of small farms to receive
workers' compensation coverage under group compensation
insurance if the employer is a member of certain associations,

1. See CAL INS. CODE § 14038(i) (Deering Supp. 1990) (definition of financial benefit).
2. Id. § 753(a) (applies to vehicle repairs which are covered under automobile comprehensive
coverage, property damage coverage, and automobile collision coverage).
3. See id. § 754(a) (enacted by Chapter 255) (definition of referral fee).
4. Id. § 754(a) (enacted by Chapter 255). The provisions of Chapter 255 do not apply to either
disccunts or attorneys' fees paid on a contingency basis. Id. § 754(a)(1)-(2) (enacted by Chapter 255).
5. Id. § 754(c) (enacted by Chapter 255). Violation of Chapter 255 is punishable by a fine up
to $1,000 for each violation. Id.
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and the association guarantees the payment of premiums. t
Chapter 293 eliminates the requirement that the association
guarantee premium payments.2 Existing law allows insurers to
issue workers' compensation policies to associations of
employers if the association agrees to pay its members' past due
premiums.3 Chapter 293 amends existing law by providing that
using dividends due as payment for past due premiums is
prohibited, unless there is a written agreement between the
association and the insurer.4
IWC

1. CAL INS. CODE § 11656.5 (amended by Chapter 293). An organization of employers, in
order to qualify for a workers' compensation policy, must file certain documents with either the
Insurance Commissioner or a licensed workers' compensation rating organization. Id. § 11656.6(a)(I)(6) (amended by Chapter 293). The guaranteed premium payment must not exceed the amount of
dividends due to the association or its members. Id. § 11656.6(a)(6) (amended by Chapter 293).
2. Id. § 11656.6(a)(6) (amended by Chapter 293).
3. id.
4. Id.
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